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Current Trends 


The recent trend toward lower interest rates for both short-and long-term loans 
continues. Interest rates reached their lowest level in over 4 years in the sale of two 
Government issues. A $3 billion issue of 52-week Treasury bills was sold at an interest rate 
of 5.126 percent...down from 5.561 percent in the previous sale. ..and the lowest since 
July 1972. An issuance by HUD of $109 million in 48 Urban Renewal Agency 9%-month 
notes brought an average interest rate of 2.83 percent...down from last month’s 2.958 
percent...and the lowest since the 2.66 percent in May 1972. Also conventional mortgage 
loan interest rates have reached their lowest level in recent weeks. .. according to reports 
from various parts of the country. And... the FHA/VA maximum mortgage rate was reduced 
by % percent to 8 percent effective October 18. (See Newsletter of October 25). 


The Commerce Department report on housing sales for August showed a 7 percent 
rise to a seasonally-adjusted annual rate of 656,000 units. The actual number of new houses 
sold during the month was 61,000. Since the beginning of 1976... housing sales have been 
subject to unusually wide fluctuations...dropping from a high rate of 679,000 units in 
February to 540,000 in May. The rate was 594,000 in June, 612,000 in July, and 656,000 in 
August. Commerce also reported median prices of these homes declined $600 in July... to 
$44,100... which was $2,100 less than the June median of $46,200. 
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Housing Starts Rise Sharply 


The Census Bureau's report on housing starts in September showed a dramatic rise. 
For the month...starts of privately-owned housing reached a seasonally-adjusted level of 
1.814 million units. This was 18 percent above the August rate...and 39 percent higher 
than the 1.304 million-unit rate in September 1975. As a result. ..the starts for the first 9 
months of 1976 are almost equal to the total starts in 1975. 


For single-family units...the starts...on an annual rate...came to 1.295 million 
units. .. compared to the revised August rate of 1.186 million units. Apartment starts. ..5 or 
more units...showed a very large increase...415,000 in September... compared to an 
August rate of 280,000. 


During the first 9 months of 1976.. . housing starts totaled 1,153,500 units. . . as 
compared to 863,800 units in the same 1975 period. Also. . . building permits. . . an indicator 
of future activity... rose 11 percent in September to 1.433 units... from the August figure 
of 1.296 million units. .. and 31 percent above the September 1975 level. 


Commenting on the figures. .. Secretary Hills said that “if we don’t start construction 
of another new home this year, the total for 1976 will still be the fourth best year in a 
decade. It is now better than all of last year, than 1974, 1970, 1969,1968,1967,1966.” She 
predicted that single-family starts this year will be the third or fourth best year on record. 


Mrs. Hills characterized the multifamily increase as particularly encouraging, since 
apartment construction has lagged in the current housing recovery. She said that the 
multifamily increase ‘“‘reflects in part the support which HUD has given residential con- 
struction through its Section 8 Rental Housing Assistance Program, and its GNMA Mortgage 
Purchase Program. It is also, however, evidence of a solidly-based recovery in the multifamily 
sector generally.” 





Coinsurance Regulations Issued 


Final regulations for a coinsurance plan to aid State housing finance agencies in 
obtaining rental housing project funds have been issued by HUD. 


State agencies wishing to participate can now apply to HUD. 


Under the Regulations published in the Federal Register September 29...HUD will 
join with the State agencies by coinsuring multifamily housing mortgages made and 
underwritten by the agencies. 


The Department will insure 80 percent of any actual loss arising out of a mortgage 
default, and the State agencies will bear the risk on the remaining 20 percent. In 
addition. .. State agencies must satisfy a front-end deductible loss requirement of between 3 
and 10 percent of the face amount of the insured mortgage portfolio, depending on the size 
of the portfolio, before HUD’s liability for the payment of 80 percent of loss is incurred. 


The aim of the program is to assist State housing finance agencies in obtaining funds 
to lend for the construction of rental housing projects. HUD’s participation as a coinsurer is 
expected to enable the agencies to borrow funds more readily through the sale of bonds and 
broaden their market by attracting additional investors. 


Proposed Regulations were published June 4. The September 29 Regulations reflect 
public comments on them and a HUD review of the program. 


One of the proposed provisions has been changed to allow State agencies coinsuring 
one or more mortgages to participate. The proposed Regulation would have limited 
participation to those having a portfolio of 10 mortgages. Smaller agencies may now participate 
where they might have been excluded by the 10-mortgage requirement. 


* 
Supreme Court Rules on Section 236 Program 


In Underwood, et al. v. Hills, et al., Nos. 76-1603 and 1650 (D.C. Cir.)... the 
nationwide class action seeking to compel the Secretary to implement the Section 236 
Subsidy Operating Program... the Supreme Court has granted the Government’s application 
for a stay pending appeal subject to further order of the Court. The District Court had 
earlier ordered the Secretary to implement an Operating Subsidy Program for Section 236 
projects pursuant to Section 236 (f) (3) and (g) of the National Housing Act “‘as soon as 
practically possible.” An expedited argument of the appeal of the merits has been approved 
by the Court of Appeals for the District of Columbia. 
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City Government Employment Levels Off 


City employment rose 0.6 percent between October 1974 and October 1975 
... according to the Census Bureau. This increase is the lowest recorded for municipal 
governments since 1962. 

Average October earnings of full-time municipal employees (excluding instructional 
employees of schools) in October 1975 was $960...an increase of $62 or 6.9 percent over 
the previous year. Full-time instructional employees of municipally operated school systems 
and higher education institutions had average earnings of $1,239 in October 1975, a 4.8 
percent increase over 1974. 


City governments in the United States made salary and wage payments for October 
1975 amounting to $2.1 billion, an increase of 7.3 percent over October 1974. This sum 
made up the payroll for 2,506,000 employees. . . 2,038,000 of whom were full-time workers 
and 468,000 part-time employees. On a full-time equivalent basis, municipal employment is 
estimated to be 2,142,000 for October 1975. Education and police functions accounted for 
more than one-third of all municipal employment. 


Between 1946 and 1975 municipal employment more than doubled from 1.2 million 
full- and part-time employees. .. and payrolls increased from $206 million to over $2 billion. 





Joint Planning Program Announced 


Funds totaling $557,300 have been committed by four Federal Agencies to stimulate 
cooperative land use planning and growth management in demonstration programs involving 
18 State and local agencies. 


Funding is being provided by HUD, the Coastal Zone Management Program (CZM) of 
the National Oceanic and Atmospheric Administration (NOAA) of the Department of 
Commerce, the Economic Development Administration (ERDA), the Environmental Pro- 
tection Agency (EPA), and the Federal Energy Administration (FEA). 


The interagency demonstrations are one of a series of activities initiated under the 
HUD 701 Program under working agreements designed to improve distribution of planning 
assistance resources of the various Federal programs participating in such activities. 


Agencies included in the project: States of Alaska, Massachusetts, Connecticut, New 
Hampshire; City of New York; Puerto Rico Planning Board; Baltimore Regional Planning 
Council; Jacksonville (Fla.) Area Planning Board; Metropolitan Dade County, Fla.; Top of 
Alabama Regional Council of Governments; Southeast Alabama Regional Planning and 
Development Commission; Illinois Bureau of the Budget; Wisconsin Office of Administration; 
Metropolitan Interstate Committee, Duluth, Minn.; Southeastern New Mexico Economic 
Development District; California Office of Planning and Research; Mid-Columbia (Ore.) 
Economic Development District; and Panhandle, Idaho Planning and Development Council. 
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HUD Helping New Towns 


HUD’s New Communities Administration is setting up a program to help federally-assisted 
new towns in their efforts to attract new industry. Applications will be invited from top-level 
consulting firms experienced in industrial marketing to develop detailed marketing programs 
for the new communities. The results of the study will aid the developers in identifying 
prospective industrial clients. 


In addition to developing the individual programs. ..the consultant will establish an 
in-depth reference library of industrial resource material which will be made available to all of 
the new communities for their use. 


New towns to be assisted in this effort are Jonathan, Minn.; Maumelle, Arkansas; 
Flower Mound, Texas; Park Forest South, Ill.; Riverton, N.Y.; St. Charles, Md.; The 
Woodlands, Texas; Shenandoah, Ga.; Soul City, N.C. and Harbison, S.C. 


James F. Dausch, New Communities Administrator, said HUD also is implementing 
an intensive educational campaign to promote the advantages of locating in new towns. Plans 
are being made to visit State industrial commissions, trade associations, and “‘anyone else we 
can talk to in our endeavors to inform industry of the unique industrial opportunities in our 
communities.” 


The Request for Proposal (RFP No. H-41-49). . . inviting the applications. . . is being 
circulated. For further information: Alan Kurland, New Communities Administration, Room 
7134, HUD, Washington, D.C. 20410, (202) 755-6174 


* 


New Publication 


Cultural Directory: Guide to Federal Funds and Services for Cultural Activities has 
been issued by the National Endowment for the Arts in conjunction with the Federal 
Council on the Arts and the Humanities and Associated Councils of the Arts. 356 pages. A 
comprehensive, up-to-date guide to more than 250 Federal Government programs offering 
assistance to individuals, groups, and cultural institutions. Copies at $4 each may be obtained 
from ACA Publications, 1564 Broadway, New York, New York 10036. Checks should be 
made payable to Associated Councils of the Arts. 





Single-Family Home is Changing 


A recent issue of Mortgage Banker... published by the Mortgage Bankers Association 


of America. ..had an article that concludes that there'll be some changes made in the 
single-family home. 


Representatives of four of the Nation’s largest mortgage banking companies give their 
views of the future in the magazine. All four believe that single-family housing will undergo 
at least some changes in the future, but they expressed widely differing opinions about the 
extent of these changes. 


Leo Sevy, vice president of Colonial Mortgage Service Co., Philadelphia, predicted the 
detached single-family house would still be around in the future. “It’s as basic as apple pie,” 
he said. However, because of the ever-rising costs of housing, Sevy also saw a good future for 
townhouses and “minimal” or “‘basic’’ houses with few amenities. 


Shelby C. Spears, first vice president of Stockton, Whatley, Davin & Company, 
Jacksonville, Fla., believes that the single-family house is still “the desire of the average 
American” and it won’t be disappearing. However, Spears suggested that because of inflation, 
houses in the future may be on smaller lots or in clusters, with five or six single-family 
residences to an acre. He also thought that a new type of house, built in panels that contain 
wiring and plumbing, might become popular, because it costs less to build. 


The difficulty for many young couples to afford single-family homes was noted by 
Joyce Earp, of Pennamco, Inc., Washington, D.C. She saw a future for townhouses, 
condominiums, and modular housing. However, she pointed out that most families, once they 
buy a house, keep moving up into bigger single-family dwellings. 


Highrise and midrise condominiums and apartments were called the future of housing 
by James P. Weisenbach, of Kissell Co., Springfield. Ohio. He attributed this to the increased 
mobility of Americans and the high cost of the detached single-family house. 


The article... 7he Single-Family House: Evolving, Diminishing, or Headed for 
Extinction, was written by two MBA staff members, Susan N. Cirillo, and Sarah K. Crim. 
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